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SUBJECT: INTERIM SETTLEMENT REACHED ON DEFAULTED POLISH GOVERN- 
MENT AND DANZIG BONDS. 

REE: A. WARSAW 1083, B. WARSAW 0836 

1. ON FEBRUARY 21, THE FOREIGN BONDHOLDERS PROTECTIVE 
COUNCIL (EBPC) AND THE POLISH MINISTRY OP PINANCE AGREED 
ON A SETTLEMENT OF TWO LONG-DEFAULTED BOND ISSUES. 

THE TEXT OP THE AGREED MINUTE WHICH CONTAINS THE DETAILS 
OF THE INTERIM SETTLEMENT WAS TRANSMITTED BY REP A. 

2. THE AGREED MINUTE PROVEDES : (A) THE POLISH GOVERNMENT 
WILL OPFER HOLDERS OF THE POLISH BONDS CASH PAYMENTS OF 
40 PERCENT OF THEIR PACE VALUE. THE ENTIRE PAYMENT WILL 
BE MADE ON JULY 1, 1976, IF THE VALUE OF THE BONDS 
ACCEPTING THE SETTLEMENT IS 8,500,000 DOLLARS OR LESS. 

IF THE VALUE IS GREATER, THE PAYMENTS WILL BE MADE IN 
TWO INSTALLMENTS, THE SECOND OP WHICH IS DUE ON JULY 1, 

1977. THE PROPORTION OF THE TOTAL PAYMENT TO BE MADE 
ON JULY 1, 1976, WOULD BE REDUCED, AS THE AMOUNT OF 
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OF 50 PERCENT IE THE VALUE EXCEEDS 14,000,000 DOLLARS; 

(B) HOLDERS OE DANZIG BONDS WILL BE OFEERED CASH PAYMENT 
OE 35 PERCENT OE THEIR FACE VALUE WITH PAYMENT TO TAKE 
PLACE NO LATER THAN JULY 1, 1976. IF THE BRITISH ARE 
SUCCESSFUL IN NEGOTIATING A SETTLEMENT EOR MORE THAN 
35 PERCENT OE THE EACE VALUE OE THE DANZIG STERLING 
BONDS, THE SAME SETTLEMENT MUST, UDER THIS AGREEMENT, 

BE EXTENDED TO HOLDERS OE DANZIG DOLLAR BONDS. 

3. THE EINAL AGREEMENT CONCERNING THE POLISH BONDS IS 

TO BE SIGNED BEEORE MAY 1, 1975, WHILE, WHILE THAT GOVERNING 
THE DANZIG BONDS SHOULD BE SIGNED AFTER A PRELIMINARY 
AGREEMENT ON THE STERLING BONDS IS REACHED BY THE POLISH 
GOVERNMENT WITH THE BRITISH. WOODS SAID THAT THE POLISH 
SIDE INDICATED IT WAS UNWILLING TO PROCEED WITH PAYMENTS 
ON THE DANZIG BONDS UNTIL THE DANZIG GOLD WAS PHYSICALLY 
RETURNED TO POLAND, AND HE SIAD HE APPRECIATED THEIR 
POINT OF VIEW. HE EELT THAT AS A MINIMUM THE TRIPARTITE 
COMMISSION WOULD HAVE TO AUTHORIZE THE RETURN OE THE 
DANZIG GOLD TO POLAND BEEORE PAYMENTS TO BONDHOLDERS 
WOULD BEGIN. WOODS THOUGHT THAT BY ALLOWING UNTIL 
JULY 1, 1976, EOR PAYMENT TO BE MADE TO THE DANZIG 
BONDHOLDERS, THERE SHOULD BE ADEQUATE TIME FOR THE 
STERLING BONDHOLDERS TO SETTLE WITH POLAND AND FOR 
THE GOLD TO BE RETURNED BEEORE THE POLISH GOVERNMENT 
HAS TO MAKE A PAYMENT. 

4. IN INEORMING THE EMBASSY OE THE SUCCESSFUL COMPLE- 
TION OE THE NEGOTIATIONS, MR DAVID PAYNE, AN ATTORNEY 
WHO ACCOMPANIED MR WOODS TO POLAND, TOLD US THAT 

MR WOODS AND ME REGARD THE AGREED MINUTE AS SATISEYING 
THE REQUIREMENTS OE THE EBPC. 

5. WE HAVE BEEN IN TOUCH WITH THE BRITISH EMBASSY HERE 
DURING THE PAST WEEK AND HAVE GIVEN THEM A COPY OP THE 
AGREED MINUTE. BOTH WOODS, WHO STOPPED IN LONDON TO 
CONSULT ABOUT THE STATUS OF THE STERLING BONDS BEEORE 
COMING HERE, AND THE POLISH NEGOTIATIORS, WHO HAD ALSO 
VISITED LONDON RECENTLY, BELIEVE SETTLEMENT WITH THE 
BRITISH ON TERMS SIMILAR TO THOSE ACHIEVED BY THE DANZIG 
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INDIVIDUAL ON THE BRITISH SIDE IS A MR GILCHRIST IN THE 
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6. RECOMMENDATION: IN VIEW OP THE ABOVE AND IN ACCORDANCE WITH THE 
TERMS OF THE AIDE MEMOIRE WE GAVE THE POLES ON PEBRUARY 10 ON 

THE SPECIPIC STEPS REQUIRED FOR THEM TO SECURE THE 
DANZIG GOLD (REF B), WE RECOMMEND THAT WE NOW SUGGEST 
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TO THE BRITISH AND FRENCH GOVERNMENTS THAT THE THREE 
MEMBER-GOVERNMENTS, BY MEANS OF IDENTICAL NOTES, 

REQUEST THE TRIPARTITE GOLD COMMISSION TO REVIEW ITS 
DECISION OF JUNE 19, 1958, WITH A VIEW TOWARDS THE 
TRANSFER OF THE GOLD TO POLAND. 

7. WHILE THE POLISH GOVERNMENT HAS TACITLY ACCEPTED 
THE LINKING OF THE DANZIG GOLD AND THE BOND ISSUES, IT 
IS NOT PREPARED TO DO SO PUBLICLY. WE SHOULD THEREFORE 
AVOID LINKING THE TWO ISSUES IN ANY STATMENTS OR 
DOCUMENTS WHICH MIGHT BECOME PUBLIC. 

DAVIES 
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